University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

12-15-2000

Argentine President De la Rua Ends Disappointing
First Year In Office
LADB Staff

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
LADB Staff. "Argentine President De la Rua Ends Disappointing First Year In Office." (2000). https://digitalrepository.unm.edu/
notisur/12855

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 53627
ISSN: 1060-4189

Argentine President De la Rua Ends Disappointing First
Year In Office
by LADB Staff
Category/Department: Argentina
Published: 2000-12-15
Argentine President Fernando de la Rua completed his first year in office Dec. 10, beset by political
and economic difficulties and facing an increasingly disillusioned population. Meanwhile, Congress
passed the 2001 budget adding measures de la Rua says he will veto.
A 36-hour strike Nov. 23-24, the third general strike since de la Rua took office, was the strongest to
date. The three major trade unions, to which about half the nation's 14 million workers belong, were
protesting a package of fiscal, pension, and tax reforms announced by the government two weeks
earlier (see NotiSur, 2000-11-17).
The administration was harshly critical of the strike. "We're trying to present an image of a nation
that is serious and reliable so capital and investment will come and we can have more factories,
production, and employment," said administration spokesman Ricardo Ostuni. "If anyone has
another magic formula to solve unemployment, poverty, and marginalization, it would be good if
they'd explain it."
Final talks between the International Monetary Fund (IMF) and the Argentine government began
Nov. 27 on a loan package of up to US$20 billion to ensure that the government can meet its debtservice payments. Analysts warn that although the IMF bailout is vital for staving off bankruptcy, in
the long- term it will increase the nation's foreign-debt burden. Prerequisites for the IMF agreement
included passage of the 2001 budget and various reforms.

Budget passed but president vows to veto some provisions
Leading up to the budget debate, the administration signed a pact on Nov. 20 with 23 of the nation's
24 governors, who agreed to freeze basic spending for the next five years. The lower house approved
the 2001 budget Nov. 29. De la Rua's economic team had modified the original budget bill to
eliminate about US$600 million in spending cuts and raise the projected deficit to US$6.5 billion
from an original target of US$4.1 billion. It also cut next year's growth target from 3.7% to 2.5%.
Minister of Economy Jose Luis Machinea admitted that "in the administration's first year, growth
was much less than we would have liked," but he said that "now the road clearly is toward growth."
Alterations to last year's Fiscal Responsibility Law, which mandated a balanced budget by 2003, now
cap deficits at US$7 billion next year, US$5.45 billion in 2002, US$3.65 billion in 2003, US$2.3 billion
in 2004, and zero by 2005.
Next year's total spending is set at US$51.2 billion, 1.8% more than in 2000. Of that, US$11.2 billion is
earmarked for debt servicing. The president estimated that the economy would row at an annual 5%
rate in the coming years, and he predicted that 2001 would be a "spectacular year" despite the need
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for the IMF funds. On Dec. 4, de la Rua and Machinea urged the Senate to pass the budget. "Once
the budget is approved, we will be ready to sign the letter of intent with the IMF and then we can
unveil the package's total amount," said Machinea.
The Senate approved the budget on Dec. 8 and returned the bill to the lower house for final debate.
But de la Rua expressed deep concern over Senate modifications to the budget, saying the changes
would increase spending and block efforts to reduce the fiscal deficit. The changes reversed a
controversial salary cut for public employees implemented earlier this year and removed a limit on
gasoline subsidies to the southern provinces.
Machinea said the Senate's reversal of the wage reduction "means a spending increase of US$600
million that we cannot face." The administration urged the lower house to throw out the Senate
changes. Cabinet Chief Chrystian Colombo said the president would use his veto power if need be.
"We're going to try to use the veto as little as possible and generate as little conflict as possible with
Congress," said Colombo. "But we also can't deviate from our budget goals, and if we have to veto
something we will."
Final approval came on Dec. 12 after a five-hour debate, and the final version left in the Senate
changes. Deputies said the changes were compatible with the fiscal targets. "They passed the
version that was done in the Senate," said Denis Parisien, an emerging-markets strategist at Miller
Tabak Securities in New York. "That clearly represents a defeat for the government and suggests the
coalition is not all that strong and that some members of the coalition are not serious about austerity
and reform." Meanwhile the lower house also passed the crucial spending pact limiting federal and
provincial expenditures for the next five years.

Recession increases poverty, frustration
After a year in office, and despite enacting strict structural-adjustment policies that included the
public-sector salary cuts and higher taxes, de la Rua has been unable to turn around the economic
recession. And while unemployment, which reached 15.4% in November, is on the rise, the
government has cut assistance to the unemployed as part of the austerity measures. Many analysts
see the economic recession, high unemployment, and growing poverty as a time bomb that could
bring serious social explosions.
In the urban shantytowns that ring Buenos Aires, 44% of the people live in poverty. A characteristic
of the current situation is the decline in living standard among once-comfortable sectors of society
and the growing gap between rich and poor. World Bank statistics indicate that, although Argentina
has the highest per capita income in Latin America, 29.4% of the population lives in poverty, and 7%
in extreme poverty. The figures show that 48.2% of Argentines with incomes below the subsistence
level were once middle class and now make up the category of "new poor" or "income poor."
The Foundation of Research on Economic Development says a family of five needs at least US$1,280
a month to cover the basic basket of essential goods and services. The new poor, meanwhile, have
an average monthly income of US$490. This group is contrasted with the nouveau riche or uppermiddle class, a small minority whose living standard has increased significantly in the 1990s. "The
gap between those from the traditional middle class who rose to the upper-middle class and those
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who sunk to the lower-middle class is as wide today as the divide between the upper and lower
classes in the 1960s," said Rosendo Fraga, director of the Nuevo Mayoria Research Center.
A study by the Equis consulting firm showed that the category of new poor has grown more than
other income segments in recent years, but it is also the group most ignored by the government. The
income poor have education but no jobs and severely diminished resources. "Education no longer
guarantees access to employment, youth feel like they don't belong, and alcoholism is increasingly
showing up among the young," said social psychologist Alfredo Moffatt. Problems of the income
poor have been exacerbated by the disappearance of the public services that once guaranteed free
education and high-quality health care, stable, well-paid jobs, and public utilities at affordable rates.
Privatization of education, health, and other public services has driven up their costs, leaving less
income for other expenses. Social problems affects president's approval De la Rua's decline in
popularity stems in part from measures he enacted that many people felt contradicted his campaign
promises. One of de la Rua's strongest campaign themes was the need to give a social face to the
free-market economic polices of his predecessor Carlos Saul Menem (1989- 1999).
De la Rua is the country's most unpopular post- dictatorship president after a year on the job. A poll
by leading political analyst Rosendo Fraga published Dec. 7 found more than half of respondents,
or 56%, thought de la Rua was a bad economic and political manager, while just 7% approved of
his management. A similar poll by Graciela Romer y Asociados published in the daily Pagina 12
showed that last January, de la Rua was rated "bad" by 11.4% of the population, while now 50.5% of
the population gives him that rating. [Sources: The New York Times, 11/19/00, 11/24/00; Inter Press
Service, 11/16/00, 11/27/00; El Nuevo Herald (Miami), 11/27/00; Associated Press, 11/29/00; Notimex,
12/06/00; CNN, 11/23/00, 11/28/00, 12/09/00; Spanish news service EFE, 11/20/00, 11/23/00, 12/09/00,
12/10/00; Reuters, 11/19/20, 11/21/00, 11/27-29/00, 12/02/00, 12/05/00, 12/07/00, 12/08/00, 12/11/00;
Clarin (Argentina), 12/13/00]
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